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Office of the Auditor

The missions of the Office of the Auditor are assigned by the Hawaii State Constitution
(Article VII, Section 10). The primary mission is to conduct post audits of the transactions,
accounts, programs, and performance of public agencies. A supplemental mission is to
conduct such other investigations and prepare such additional reports as may be directed by
the Legislature.

Under its assigned missions, the office conducts the following types of examinations:

1.  Financial audits attest to the fairness of the financial statements of agencies. They
examine the adequacy of the financial records and accounting and internal controls, and
they determine the legality and propriety of expenditures.

2. Management audits, which are also referred to as performance audits, examine the
effectiveness of programs or the efficiency of agencies or both. These audits are also
called program audits, when they focus on whether programs are attaining the objectives
and results expected of them, and operations audits, when they examine how well
agencies are organized and managed and how efficiently they acquire and utilize
resources.

3. Sunset evaluations evaluate new professional and occupational licensing programs to
determine whether the programs should be terminated, continued, or modified. These
evaluations are conducted in accordance with criteria established by statute.

4.  Sunrise analyses are similar to sunset evaluations, but they apply to proposed rather than
existing regulatory programs. Before a new professional and occupational licensing
program can be enacted, the statutes require that the measure be analyzed by the Office
of the Auditor as to its probable effects.

5. Health insurance analyses examine bills that propose to mandate certain health
insurance benefits. Such bills cannot be enacted unless they are referred to the Office of
the Auditor for an assessment of the social and financial impact of the proposed
measure.

6. Analyses of proposed special funds and existing trust and revolving funds determine if
proposals to establish these funds are existing funds meet legislative criteria.

7. Procurement compliance audits and other procurement-related monitoring assist the
Legislature in overseeing government procurement practices.

8.  Fiscal accountability reports analyze expenditures by the state Department of Education
in various areas.

9.  Special studies respond to requests from both houses of the Legislature. The studies
usually address specific problems for which the Legislature is seeking solutions.

Hawaii's laws provide the Auditor with broad powers to examine all books, records, files,
papers, and documents and all financial affairs of every agency. The Auditor also has the
authority to summon persons to produce records and to question persons under oath.
However, the Office of the Auditor exercises no control function, and its authority is limited to
reviewing, evaluating, and reporting on its findings and recommendations to the Legislature and
the Governor.
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Summary

The Office of the Auditor and the certified public accounting firm of KPMG LLP
conducted a financial audit of the Med-QUEST Division of the Department of
Human Services (division) for the fiscal year July 1, 1999 to June 30, 2000. The
audit examined the financial records and transactions of the division; reviewed the
related systems of accounting and internal controls; and tested transactions,
systems, and procedures for compliance with laws and regulations.

We found deficiencies in the financial accounting and internal control practices of
the division. One deficiency included a material weakness, the worst possible type
of reportable condition. In this weakness, we found a high error rate (30 percent)
in the adjudication of Medicaid fee-for-service claim payments processed by the
division’s fiscal agent, the Hawaii Medical Service Association (HMSA). This
high error rate raises serious concerns over the propriety of reported Medicaid
expenditures, which amounted to about $392 million for the fiscal year. Based on
our test sample, we concluded that the overpayment rate could have resulted in a
potential loss of over $7 million.

We also found a pervasive non-compliance with established policies and procedures
and the existence of weak internal controls that could cost the State and Hawaii’s
taxpayers millions of dollars. We found ineligible enrollees may be receiving
medical benefits due to either non-performance or inconsistent performance of (1)
required eligibility verification procedures, (2) reviews of eligibility determinations,
and (3) required annual eligibility re-verifications. We previously brought these
deficiencies to the attention of the division in 1996.

We also found that the division has not performed periodic risk analyses or system
security reviews of the Medicaid Management Information System (MMIS) in
accordance with federal regulations. In addition, the MMIS edit functions need
updating.

During fiscal year ended June 30, 2000, we found approximately 1,100 QUEST
applications outstanding over 45 days with an average wait period for eligibility
determination of 15 to 16 weeks. Moreover, there is also a significant amount of
uncollectible receivables outstanding as QUEST participants are not being
disenrolled from the program on a timely basis and the collection efforts of the
division are poor. The total premiums receivable at June 30, 2000, amounted to
$5.6 million.

We found that the internal controls to protect the division from capitation
overpayments diminished when the division transferred the responsibility of
reconciling capitation payments to the health plans. There is no existing internal
control procedure to verify that capitation payments are accurate. Total expenditures
on capitation payments were about $225 million during the fiscal year.
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The division also receives over $10 million per year in drug rebates; however, cash
is not consistently deposited on a timely basis. Deposits were delayed up to 11
working days, leaving the cash susceptible to potential theft or misuse and a los:¢
of potential interest income.

We also found that over half of the balance of the division’s trust fund suspense
account of $208,865 cannot be substantiated.

After six years, the division’s new information system, which cost about $12
million, remains incomplete. The division will have to continue to pay HMSA
(currently about $8 million annually) to process Medicaid fee-for-service claims
until the division can add this function to its new system.

Finally, the division continues to pay Medicaid providers without executed
provider agreements. Twenty-two provider contracts with Medicaid nursing and
acute care facilities expired between July 1 and December 1, 1996.

Recommendations
and Response

We recommend that the division establish a well documented and concise claims
review processing system, adequately train employees responsible for claims
review processing, and ensure that HMSA is notified immediately of any
discrepancies identified. The division should hold HMSA accountable for any
errors in its claims processing, review all claims for which the division made fee
determinations, update the MMIS edit functions, and perform overall risk analyses
and system security reviews of the MMIS.

The division should also reduce processing time for eligibility determinations to
less than 45 days, perform annual re-verifications of eligibility, award presumptive
eligibility to applicants when appropriate, disenroll ineligible enrollees in a timely
manner, and implement procedures to actively pursue delinquent premium
receivables or consider referring these accounts to collection agencies. The
division should resolve the remaining member count discrepancies with health
plans and collect all amounts due to the division. Also, the division should deposit
cash receipts in atimely manner, investigate outstanding issues related to the trus
fund suspense account, and maintain adequate supporting documentation for a
claims.

The division should initiate a contract for the Medicaid fee-for-service claims
processing system as soon as possible. The division should execute agreemen
with nursing and acute care facility providers and should also consider appropriate
action for non-compliant facility providers.

The Department of Human Services (department) generally agrees with most of
our findings and recommendations. For some of the findings the department did
not respond. The department also indicated that the division has implemented o
is in the process of implementing some of our recommendations.

Marion M. Higa Office of the Auditor
State Auditor 465 South King Street, Room 500
State of Hawaii Honolulu, Hawaii 96813

(808) 587-0800
FAX (808) 587-0830



Financial Audit of the

Med-QUEST Division of the
Department of Human Services

A Report to the
Governor

and the
Legislature of
the State of
Hawaii

Conducted by

The Auditor
State of Hawaii
and

KPMG LLP

Submitted by

THE AUDITOR
STATE OF HAWAII

Report No. 01-10
May 2001



Foreword

This is a report of the financial audit of the Med-QUEST Division of the
Department of Human Services for the fiscal year July 1, 1999 to June
30, 2000. The audit was conducted pursuant to Section 23-4, Hawaii
Revised Statutes, which requires the State Auditor to conduct postaudits
of all departments, offices, and agencies of the State and its political
subdivisions. The audit was conducted by the Office of the Auditor and
the certified public accounting firm of KPMG LLP.

We wish to express our appreciation for the cooperation and assistance
extended by officials and staff of the Med-QUEST Division.

Marion M. Higa
State Auditor
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Chapter 1

Introduction

This is a report of our financial audit of the Med-QUEST Division of the
Department of Human Services. The audit was conducted by the Office
of the Auditor and the independent certified public accounting firm of
KPMG LLP. The audit was conducted pursuant to Section 23-4, Hawaii
Revised Statutes (HRS), which requires the State Auditor to conduct
postaudits of the transactions, accounts, programs, and performance of
all departments, offices, and agencies of the State of Hawaii (State) and
its political subdivisions.

Background

The State Legislature created the Department of Social Services and
Housing in 1959. In 1987, the department’s name was changed to the
Department of Human Services (department). Section 26-14, HRS
describes the department’s responsibilities:

The department shall administer programs designed to improve
the social well-being and productivity of the people of the State.
Without limit to the generality of the foregoing, the department
shall concern itself with problems of human behavior,
adjustment, and daily living through the administration of
programs of family, child and adult welfare, economic
assistance, health care assistance, rehabilitation toward self-care
and support, public housing, and other related programs
provided by law.

In January 1994, the department’s Health Care Administration Division
was reorganized as the Med-QUEST Division (division). The division
provides overall management of the plans, policies, regulations, and
procedures of the department’'s medical assistance programs. These
programs are designed to provide medical services to eligible individuals
and families through either the Medicaid fee-for-service program or the
QUEST program.

The Medicaid fee-for-service program provides medical assistance to
residents who are 65 years or older, blind, or disabled who meet the
existing eligibility criteria based on specified income and asset levels.
Eligible Medicaid recipients may receive covered services from any
qualified health care provider. The division reimburses contracted health
care providers on a fee-for-service basis for services provided to
Medicaid participants based on negotiated standard costs and rates.
Providers submit claims to the division’s fiscal agent for payment.
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QUEST is an acronym that represents:

Quality care, ensuring

Universal access, encouraging

Efficient utilization,

Stabilizing costs, and

Transforming the way health care is provided.

The QUEST program is a result of the State’s efforts to reform the
Medicaid program. Each state is allowed to reform its Medicaid
program under Section 1115 of the Social Security Act, which outlines
requirements for experimental, pilot, or demonstration projects by states.
It allows the U.S. Secretary of Health and Human Services to waive
compliance with any requirements of certain sections of statutes,
including Medicaid, for any projects that would promote the objectives

of the Social Security Act.

In July 1993, the Health Care Financing Administration, the federal
agency responsible for Medicaid, approved the department’s Medicaid
Section 1115 waiver application to provide Medicaid services to Hawaii
recipients through managed care plans. This was called the QUEST
program. The waiver covered the period April 1, 1994 through March
31, 1999, and has been subsequently extended through March 31, 2002.
The QUEST program was implemented in August 1994 by enrolling
participants in the Aid to Families with Dependent Children (presently
known as Temporary Assistance to Needy Families), the General
Assistance Program, and the State Health Insurance Program. Under the
QUEST program, the division contracts with selected private health
plans to provide medical services to QUEST participants. The division
pays the health plans a monthly capitated rate. The health plans are
responsible for providing the required range of comprehensive services
through contracts with providers. Reimbursement methodologies
between the health plans and providers may include a mix of fee-for-
service and/or capitation arrangements.

Exhibit 1.1 displays the number of participants and federal and state
expenditures of the Medicaid and QUEST programs for fiscal years 1999
and 2000.
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Exhibit 1.1
Medicaid and QUEST Participants and Federal and State Expenditures
Medicaid Program QUEST Program
Expenditures Expenditures

Year Enrollees Federal State Enrollees Federal State

1999 33,000 $ 184,006,000 $ 186,167,000 123,000 $ 115,058,000 $ 124,111,000

2000 34,000 $ 207,435,000 $ 184,224,000 118,000 $ 116,397,000 $ 109,831,000
Funding for Medicaid Medicaid and QUEST are financed by state and federal funds,
and QUEST approximately 50 percent respectively. Federal funds are authorized and

received through the Social Security Act, Title XIX of the U.S. Code.
QUEST is expected to remain “budget neutral” over the three-year
period from April 1, 1999 through March 31, 2002. In other words, the
QUEST program would cost the state government no more than what the
previous Medicaid program would have cost.

Organization The division’s administration is responsible for overall management of
the division and reports to the director of human services. Under the
direction of the division administrator, division administration is
responsible for the plans, policies, regulations, and procedures of the
medical assistance programs. Division administration is also responsible
for organizing, directing, coordinating, evaluating, and maintaining an
organization that will ensure accomplishment of the division’s
objectives. The division is organized into four offices and three
branches as displayed in Exhibit 1.2.

Offices Four offices provide support services to the division administration.

The Finance Officecoordinates, manages, and administers the
division’s fiscal and budget activities for all medical assistance
programs.

The Systems Officemanages, coordinates, and administers the

division’s information systems activities related to the medical

assistance programs. In addition, this office assures that business
requirements of the Medicaid program are defined, implemented,
validated, and tested in the complex information systems that support the
division. The Hawaii Automated Welfare Information System and the
Medicaid Management Information System are the two primary systems
that support the division.
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Exhibit 1.2

Med-QUEST Division Organizational Chart

Department of Human
Services
Office of the Director

Med-QUEST Division

Finance Office Systems Office Training Office

Policy and Program
Development Office

Eligibility Branch

Health Coverage Medical Standards
Management Branch Branch

The Training Office manages the training function activities related to
medical staff development training programs in accordance with state
laws and regulations and departmental policies and procedures.

The Policy and Program Development Officas responsible for

providing staff support and assistance to the division in the establishment
and maintenance of short and long-term goals, objectives, and policies
related to the medical assistance programs and new programs. In
addition, this office coordinates with the Finance Office on the
development of procurement requirements for Requests For Proposals
(RFP) or Invitation For Bids (IFB) and develops evaluation criteria for

the selection process.
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Branches

Objectives of the
Audit

Scope and
Methodology

Three branches also provide support services for the division
administration.

The Eligibility Branch, which includes neighbor island sections, is
responsible for implementing the statewide program for eligibility
determination related to the medical assistance programs. In addition,
this branch coordinates with the Finance Office on the development of
procurement requirements for RFPs and IFBs and develops evaluation
criteria for the selection process.

The Health Coverage Management Brancmanages and carries out
the QUEST program and the Children’s Health Insurance program, as
authorized under Title XXI of the Social Security Act, and services
Medicaid providers in the fee-for-service Medicaid program.

The Medical Standards Branchdevelops and maintains statewide
standards for care provided under the medical assistance programs.

=

To assess the adequacy, effectiveness, and efficiency of the systems
and procedures for the financial accounting, internal control, and
financial reporting of the division; to recommend improvements to
such systems, procedures, and reports; and to report on the financial
statements of the division.

2. To ascertain whether expenses or deductions and other
disbursements have been made and all revenues or additions and
other receipts have been collected and accounted for in accordance
with federal and state laws, rules and regulations, and policies and
procedures.

3. To make recommendations as appropriate.

We audited the financial records and transactions and reviewed the
related systems of accounting and internal controls of the division for the
fiscal year July 1, 1999 to June 30, 2000. We tested financial data to
provide a basis to report on the fairness of the presentation of the
financial statements. We also reviewed the division’s transactions,
systems, and procedures for compliance with applicable laws,
regulations, and contracts.

We examined the existing accounting, reporting, and internal control
structure and identified deficiencies and weaknesses therein. We made
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recommendations for appropriate improvements including, but not
limited to, the forms and records, the management information system,
and the accounting and operating procedures.

The independent auditors’ opinion as to the fairness of the division’s
financial statements presented in Chapter 3 is that of KPMG LLP. The
audit was conducted from July 2000 through November 2000 in
accordance with generally accepted government auditing standards.



Chapter 2

Internal Control Deficiencies

Internal controls are steps instituted by management to ensure that
objectives are met and resources are safeguarded. This chapter presents
our findings and recommendations on the financial accounting and
internal control practices and procedures of the Med-QUEST Division of
the Department of Human Services (division).

Summary of
Findings

Our findings are summarized as material weaknesses and reportable
conditions. We found numerous reportable conditions involving the
division’s internal control over financial reporting and operations.

Reportable conditions are significant deficiencies in the design or
operation of the internal control over financial reporting. In our
judgment, these deficiencies could adversely affect the division’s ability
to record, process, summarize, and report financial data consistent with
the assertions of management in the financial statements.

A material weakness is the worst possible type of reportable condition.
A material weakness exists when management controls are such that
misstatements in amounts that are material to the financial statements
being audited may occur. Misstatements may not be detected within a
timely period by employees in the normal course of performing their
assigned functions.

The following matter is considered a material weakness:

1. The high error rate in the adjudication of Medicaid fee-for-service
claim payments processed by Hawaii Medical Service Association
raises serious concerns about the propriety of reported Medicaid
expenditures, which amounted to $392 million or 60 percent of the
division’s total expenditures for the fiscal year ended June 30, 2000.

Other reportable conditions are summarized as follows:

2. The pervasive non-compliance with established policies and
procedures and the existence of weak internal controls could cost the
State and Hawaii’'s taxpayers millions of dollars.

3. After more than six years, the division’s new information system has
yet to be completed. Even when the new system is implemented, it
will not fulfill all of the division’s information technology
requirements.
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4. The division continues to pay 22 facility providers for medical
services even though it has not executed provider agreements with
these facilities.

Similar material weaknesses and reportable conditions were
communicated to the Department of Human Services and the division in
our Report No. 96-1%Audit of the QUEST Demonstration Projeatd
Report No. 98-14Financial Audit of the Department of Human

Services

Significant Errors
Detected in Claims
Processed by
Hawaii Medical
Service
Association

The most significant program administered by the division is the
Medicaid fee-for-service program. In fiscal year ended June 30, 2000,
this program accounted for approximately $392 million or 60 percent of
total expenditures for the division. The Medicaid program covers those
persons who meet income and asset requirements and are 65 years or
older, certified as blind by the State, or determined disabled. Fee-for-
service means that the program pays physicians and hospitals for each
service provided to Medicaid patients. The Section 1115 waiver that
allows the division to administer the QUEST program (using capitated
payments) does not cover current enrollees in the Medicaid fee-for-
service program.

In 1971, the division contracted with the Hawaii Medical Service
Association (HMSA) to act as its fiscal agent and to make payments to
physicians and hospitals for services provided to Medicaid patients. The
contract requires HMSA to review medical claims for accuracy and to
pay physicians and hospitals the proper amounts due them. The division
remits funds to HMSA to pay the providers. For fiscal year ended June
30, 2000, the division paid approximately $8.4 million to HMSA to
process approximately 3,729,000 Medicaid fee-for-service claims.

To test the validity and propriety of Medicaid claims paid by HMSA, we
selected a random sample of 50 claims amounting to $721,900 that were
submitted by providers and processed and paid by HMSA during the
fiscal year ended June 30, 2000. Of the 50 claims tested, we found 15
pricing and authorization errors, which is an error rate of 30 percent.

The errors were comprised of five underpayments amounting to $76,800
and ten overpayments amounting to $9,600.

Providers of medical services must obtain authorization from HMSA
prior to issuing certain medical goods or performing certain medical
procedures. The authorization errors we found related to the submission
of claims for unauthorized goods and services. The pricing and
authorization errors detected included both computer and manually
adjudicated medical, hospital, drug, and third party liability claims.



Chapter 2: Internal Control Deficiencies

The division’s review of
Medicaid claims
processing is weak

System security
reviews of the Medicaid
Management
Information System are
not performed

Errors included claims coded and priced incorrectly, incorrect approval
codes submitted, and incorrect payments due to examiner error.
However, we were unable to isolate those errors to any particular type of
claim. The high error rate, 30 percent of the number of claims tested, the
randomness of the errors, and the limited monitoring and oversight
procedures of the division, raise serious concerns regarding the propriety
of the reported Medicaid program expenditures and the reliability of the
work of HMSA.

We also reviewed the noted errors to determine the potential financial
impact on the division. Of the five underpayments noted, one was for
$76,634, and the remaining four totaled $166. After extracting the
underpayment of $76,634 from the total errors noted, due to its
abnormality, the remaining underpayments and overpayments net to a
total overpayment of $9,434, or an overpayment error rate of 2 percent.
Such an error rate, when applied to the total payments made during the
fiscal year ended June 30, 2000, represents a potential loss of over $7
million.

The division is responsible for ensuring that its claims payment
standards are upheld, including the accuracy of Medicaid claims
processed. The division has instituted internal control procedures such
as pricing of unusual claims, surveillance and utilization reviews of
providers with unusual types and levels of services, reviews of long-term
care claims, and third party reviews of acute hospital claims. However,
the control procedures focus on unusual and specific types of claims.
The division has not developed clear guidelines for its staff to follow in
reviewing the majority of Medicaid claims processed by HMSA. The
division has not set guidelines for the number of claims to be tested,
determination of which claims are to be tested, regularity of testing of
claims, method of documentation of testing, etc. Also, there is no
documentation regarding the training of claims reviewers. We note that
the division has completed some reviews with relatively few errors
detected. However, with a 30 percent error rate noted in our sample of
50 claims, it is difficult for us to understand why only a few errors were
detected in the reviews conducted by the division. We believe that errors
are likely occurring with significant frequency.

HMSA operates, maintains, updates, and safeguards the Medicaid
Management Information System (MMIS), which processes Medicaid
claims. The MMIS calculates eligible fee-for-service claims and
contains system edits to ensure that payments for Medicaid claims are
proper and accurate. We found that the division has not performed
periodic risk analyses or system security reviews in accordance with
federal regulations. The division is responsible for establishing and



10

Chapter 2: Internal Control Deficiencies

maintaining a program for conducting periodic risk analyses to ensure
that appropriate, cost effective safeguards are incorporated in existing
systems. System security reviews should include an evaluation of
physical and data security operating procedures and personnel practices.
These reviews are required on a biennial basis or whenever significant
changes occur. The division’s last system performance review was
performed in December 1995.

MMIS edit functions need updating

MMIS edit functions are programmed into the MMIS system to suspend
pricing on unusual claims. For example, if a provider submits a claim
for payment for more than an authorized quantity of any item, such as
for ten syringes when only five were authorized, the MMIS system will
suspend this claim for an examiner to review. HMSA is responsible for
updating the edit functions on an “as needed basis.” Some of the errors
noted in our testing may have been avoided if the MMIS system edits
had been updated.

Recommendations

We recommend that the division perform the following:

» Establish a well documented and concise claims review
processing system, adequately train employees who will be
responsible for claims review processing, and ensure that HMSA
is notified immediately of any discrepancies identified;

* Hold HMSA accountable for any errors in its claims processing.
The contract with HMSA states, “If an overpayment or duplicate
payment is made or if adequate documentation is not
maintained, and the payment is the result of either a failure of
the contractor to utilize available information or a failure of the
contractor to process correctly, then the contractor shall be liable
for the overpayment or the duplicate payment in addition to the
administrative cost, including personal services, operating
expenses, and computer charges, incurred by the State in
identifying such overpayment or duplicative payment”;

« For all claims for which the division made fee determinations,
the division should review these determinations and claim
payments for propriety;

» Update the MMIS edit functions; and

» Perform overall risk analyses and system security reviews of the
MMIS.
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The Division Does
Not Comply with
Established Policies
and Procedures
and Internal
Controls Are Weak

Ineligible enrollees may
be receiving medical
benefits

During our testing, we noted that the division does not comply with
established policies and procedures and the existing internal controls are
weak. This could cost the State and Hawaii's taxpayers millions of
dollars. The division currently receives over $300 million in state
appropriations and is responsible for assuring that the money is spent
reasonably and properly in administering the division’s programs. Based
on our testing, it appears this may not be the case and that millions of
dollars are being unnecessarily wasted.

The rising costs of providing medical services and the state’s limited
resources make it imperative that the division provide medical benefits
only to eligible participants. To accomplish this goal, management has
established policies and procedures for eligibility determination to
ensure that only eligible persons are enrolled in the Medicaid and
QUEST programs. However, during our review, we found that these
policies and procedures are not consistently followed in practice. As a
result, ineligible recipients may be receiving medical benefits at the
expense of Hawaii's taxpayers.

Required eligibility verification procedures are not performed
or documented on a consistent basis

To ensure that only eligible individuals participate in the Medicaid and
QUEST programs, the division is required to obtain, verify, and certify
certain information provided by applicants. Hawaii Administrative

Rules require that caseworkers document verification of applicants’
identification, income, and asset information against government
databases of the state Department of Labor and Industrial Relations, the
counties’ Real Property Tax and Motor Vehicle Divisions, and the Social
Security Administration. Moreover, the division requires that
caseworkers certify the “Application for Medical Assistance.” This
certification provides evidence that applicants have been properly
informed of their rights and responsibilities and of the services offered
by the program.

As part of our audit, we randomly selected 25 participants to verify that
standardized procedures were being followed. We found that only eight
case files contained all of the required documentation and certifications.
Of the remaining 17 case files, none contained documentation of income
verification against other government databases, and three files did not
contain documentation of identification verification or a certified
“Application for Medical Assistance.”

11
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Unacceptable delays
exist in eligibility
determination

Reviews of eligibility determination are not performed on a
consistent basis

The division’s policies and procedures require a review of the eligibility
determination by a caseworker other than the preparer. This review
provides the division with additional assurance that eligibility
determinations are being properly performed. Due to the high
percentage of case files with missing information noted in our sample,
and no evidence (such as a signature) of the performance of the reviews,
it does not appear that the second reviews are being conducted. And, if
second reviews are, in fact, being performed, then proper review
procedures are apparently not being followed. As an additional internal
control measure, supervisors are required to review between five to ten
completed applications per month. Although we were informed that
only about half of the supervisors performed reviews, we were unable to
verify that any reviews were being completed.

Required annual eligibility re-verifications are not performed
on a consistent basis

Hawaii Administrative Rules require annual re-verification of QUEST
and Medicaid participant eligibility. These annual re-verifications serve
as an on-going process to ensure that enrollees continue to meet
eligibility requirements. We randomly selected a sample of 25 enrolled
participants and found that seven participants did not have re-verification
procedures performed. Of the 18 re-verifications that were performed,
we found that seven case files did not have a certified “Application for
Medical Assistance” and two case files did not have an “Eligibility
Determination Form,” which serves as a checklist to ensure that all
eligibility requirements are met. Although some eligibility re-
verifications are being performed, they are not being done properly or
consistently.

We were informed that during fiscal year 2000, there were
approximately 1,100 QUE